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Motivation

I Financial and economic crisis had severe impact on labor
markets, income distributions and public finances in Europe.

I Fiscal policy responses on the national level have varied widely
across EU Member States.

I What are the distributional consequences?

I Key issue: time lag in availability of micro data.

2 / 21



www.zew.de · www.zew.eu

Introduction

Policy responses

Income inequality

Effects of policy reforms on inequality

Wealth inequality

Conclusions

3 / 21



www.zew.de · www.zew.eu

Introduction

Policy responses

Income inequality

Effects of policy reforms on inequality

Wealth inequality

Conclusions

4 / 21



www.zew.de · www.zew.eu

Public social spending/GDP
Change between 2007 and 2013
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Public social spending per capita
Change between 2007 and 2013
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Taxation: Tax per capita
Change between 2007 and 2013, including social security contribution
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Gini coefficient disposable income, 2007 and 2012
Selected EU countries
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Poverty risk, 2007 and 2012
Selected EU countries
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Average policy effect on dpi 2008 – 2013
Selected EU countries

Source: EUROMOD, Sutherland (2014)
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Change in household dpi due to austerity measures
Selected EU countries, 2007 - 2011

Source: EUROMOD, Callan et al. (2011)
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Contributions of total pre-tax income and taxes to change
in inequality in disposable income, 2007–10
Selected EU countries

Source: LIS, Paulus et al. (2012) 14 / 21
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Automatic fiscal stabilizers
Selected EU countries
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Automatic Stabilizers after -5% income & +5% unemployment shock 2007 vs. 2008-2013

15 / 21



www.zew.de · www.zew.eu

Automatic fiscal stabilizers
Selected EU countries
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Relative differences in Gini coefficients before and after -5% income & +5% unemployment shock '07 vs. '08-'13 (in %)
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Mean and median wealth
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Concluding remarks

I Welfare states absorbed a substantial share of reduction in
market incomes at the consequence of rising debt

I No clear cut picture that reforms were clearly regressive or
progressive because of country specific heterogeneity

Policy recommendations
I Short-term: create jobs, fight youth unemployment, structural

labor market reforms.
I Medium to long run: reform education system (e.g. German

vocational training system) in order to improve equality of
opportunity.

I Adjustments in progressivity: country specific, no “one size
fits all” policy
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Thank you for your attention!

Comments? Questions?

peichl@zew.de
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Effect of fiscal consolidation on inequality

Source: IMF 2013
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Public social spending
Change between 2007 and 2013
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Taxation: Tax/GDP
Change between 2007 and 2013, including social security contribution
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Tax revenue in 2007, including ssc
Change in revenue between 2007 and 2012
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Taxation: Tax
Change between 2007 and 2013, including social security contribution
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Unemployment, 2005-2014
Selected EU countries
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Top Income Tax Rates, 2006-2014
Selected EU countries
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Income Distribution according to Quantiles, 2007
Post Transfers
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Income Distribution according to Quantiles, 2012
Post Transfers
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Top Incomes
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Top Incomes
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Taxation: Tax/GDP
Change between 2007 and 2013, excluding social security contribution
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Change in revenue between 2007 and 2012
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Taxation: Tax
Change between 2007 and 2013, excluding social security contribution

0
20

0
40

0
60

0

in
 %

 o
f G

D
P

 

Ger
m

an
y

Fra
nc

e

Swed
en

Belg
ium Ita

ly

Aus
tri

a

Den
m

ar
k

Pola
nd

Finl
an

d

Cze
ch

 R
ep

ub
lic

Lu
xe

m
bo

ur
g

Slov
ak

ia

Esto
nia

La
tvi

a

Cyp
ru

s

Hun
ga

ry

Gre
ec

e

Net
he

rla
nd

s

Ire
lan

d

Por
tu

ga
l

Spa
in

Unit
ed

 K
ing

do
m

Source: Eurostat

Tax revenue in 2007, excluding ssc
Change in revenue between 2007 and 2012

33 / 21



www.zew.de · www.zew.eu

Gini coefficient income, 2005-2012
Selected EU countries
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Poverty Risk, 2005-2013
Selected EU countries
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Poverty Risk, 2012
Selected EU countries
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Poverty risk, 2012
EU 27

Belgium

Bulgaria

Czech Republic

Denmark

Germany
Estonia

Ireland

Greece
Spain

France

CroatiaItaly

Cyprus

Latvia

Lithuania

Luxembourg

Hungary

Malta

Netherlands

Austria

PolandPortugal

Romania

Slovenia

Slovakia

Finland
Sweden

UK

10
20

30
40

50
60

C
hi

ld
 a

t-
ris

k-
to

-p
ov

er
ty

 r
at

e 
in

 %

10 20 30 40 50
Overall population at-risk-to-poverty rate in %

Source: Eurostat

National at-risk-of-poverty rates
for children and for overall population in EU-27, 2012

37 / 21



www.zew.de · www.zew.eu

Poverty risk for different Levels of education, 2007-2012
EU 27
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Wealth quantiles
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Wealth distribution
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